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EMISSION  OF  PAI’ER  CURRENCY. 


Public  Loans  are,  in  modern  times,  a  common  means  of  providing 
Money  in  all  emergencies  of  Public  affairs  which  require  larger  sums 
than  those  which  might  conveniently  be  raised  by  taxation.  And. 
whether  it  be  on  account  of  the  peculiar  ease  with  which  immense 
sums  are  thus  obtained  and  spent,  or  from  other  causes,  Public  Debts 
have  rapidly  increased  to  such  an  amount  that  all  great  Powers,  with 
the  exception  of  the  United  States,  have  already  confessedly  given  up 
all  expectation  of  reimbursing,  or  merely  of  reducing  by  regular  reim¬ 
bursement  the  capital  of  their  debt.  That  nation,  which  by  its  great 
success  in  trade  and  enterprise,  would  seem  the  most  skillful  in  finan¬ 
cial  matters,  having  been  the  very  first  whose  Government  declared 
openly  the  policy  of  never  reimbursing  the  Public  Debt,  or  rather  the 
inability  of  doing  so. 

GENERAL  PRINCIPLE. 

Yet,  it  was  shown  long  ago  that  the  yearly  payment  of  the  Interest 
being  provided  for,  any  and  even  the  smallest  yearly  instalment  added 
to  the  interest  as  a  Sinking  Fund  for  the  reimbursement  of  the  Capi¬ 
tal,  would  redeem  and  extinguish  the  whole  Debt,  within  a  period 
comparatively  short,  and  with  a  sacrifice  comparatively  small,  when¬ 
ever  during  this  period  a  yearly  provision  for  Interest  and  Sinking 
Fund  equal  for  each  year,  is  applied  to  the  payment  of  the  Interest 
and  the  reimbursement  of  the  Capital,  until  the  final  extinguishment 
of  the  Debt. 
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The  Capital  can  never  be  reimbursed  without  certain  means  besides 
those  provided  for  the  expense  cf  the  Interest ;  these  means  being  the 
Sinking  Fund.  And,  since  the  expense  of  Interest  falls  away 
with  the  reimbursement  of  the  Capital,  any  combination  contrived  for 
the  extinguishment  of  a  Public  Debt,  can  never  do  more  than 
reimburse  each  part  of  the  Capital  with  the  Sinking  Fund,  as  each 
part  of  this  Fund  may  be  disposable  for  such  a  purpose;  this  being 
therefore  what  may  be  called  the  regular  employment  of  the  Sinking 
Fund. 

The  extinguishment  of  a  Debt  depending  upon  the  reimbursement 
of  the  Capital,  the  period  necessary  for  it  grows  shorter,  and  the  cost 
of  the  whole  decreases,  as  the  Sinking  Fund  increases,  or  can  be  made 
larger;  the  whole  cost  being  always  the  least  with  a  regular  employ¬ 
ment  of  this  Fund. 

Thus,  the  periodical  provision  for  Interest  and  Sinking  Fund  re¬ 
maining  the  same,  the  Interest  of  each  part  of  the  Capital  reimbursed 
with  this  Fund,  increases  the  same  Fund;  and  the  reimbursement  of  the 
Debt  progresses  in  the  ratio  of  both  the  yearly  instalment  of  the  Sink¬ 
ing  Fund  and  the  compound  Interest  of  these  instalments.  The 
whole  Debt  being  extinguished  within  the  number  of  years  necessary 
to  render  the  sum  of  both  the  Sinking  Fund  and  the  compouud  Inter¬ 
est  of  this  Fund  equal  to  the  Capital  of  the  Debt. 

Instead  of  being  equal,  the  yearly  provision  might  be  made  une¬ 
qual:  all  such  cases  being  involved  in  that  of  an  increase  or  decrease 
of  the  yearly  provision,  as  time  advances.  The  extinguishment  of 
the  Debt,  within  the  shortest  period  and  at  the  least  expense,  being  in 
either  case  always  secured  by  a  regular  employment  of  the  Sinking 
Fund.  But,  in  each  case,  the  period  of  extinguishment  would  have 
been  still  shorter,  and  the  expense  much  less,  if  in  that  of  a  decrease, 
the  yearly  provision  had  remained  the  same  for  each  year,  and  been 
made  equal  in  that  of  an  increase,  to  the  average  of  the  increasing 
provision.  Hence,  an  equal  yearly  provision  for  Interest  and  Sinking 
Fund,  and  a  regular  employment  of  this  Fund,  are  of  all  combinations 
possible  the  least  expensive,  the  most  simple,  and  the  shortest  manner 
for  arriving  at  the  extinguishment  of  a  Public  Debt. 

Yet,  the  means  of  providing  for  the  Interest  and  a  Sinking  Fund 
of  Public  Loans  depend  upon  the  circumstances  of  Public  affairs, 
which  may  not  always  permit  the  yearly  provision  for  both  to  be  made 
equal  for  each  year.  The  shortest  and  least  expensive  extinguishment 
of  Public  Debts,  being  thus  brought  back,  on  one  hand,  to  a  certain 
provision  for  a  Sinking  Fund,  and  on  the  other,  to  a  regular  employ¬ 
ment  of  this  Fund.  And,  since  the  reimbursement  of  loans  and  debts 
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is  for  nations  as  for  private  individuals  the  real  condition  of  contracting 
them. 

The  provision  and  the  regular  employment  of  a  Sinking  Fund  are 
the  'principle  of  the  settlement  of  Public  Debts. 

CUSTOM  CONTRARY  TO  THIS  PRINCIPLE  AND 
ITS  CONSEQUENCES. 

The  reimbursement  of  each  part  of  the  Capital  of  a  Debt  in  the  same 
order  as  each  part  of  the  Sinking  Fund  can  be  disposed  of,  supposes 
that  the  Government  or  the  debtor  has  either  the  right  or  the  means 
to  reimburse  the  Capital  as  he  may  be  ready  to  do  so.  But,  since 
Public  loans  have  come  into  use,  the  custom  that  Governments  have  no 
such  right,  has  become  every  day  more  firmly  settled.  And,  in  ab¬ 
sence  of  all  other  means,  the  employment  of  the  Sinking  Fund  was 
reduced  to  a  mere  buying  up  or  purchase  of  the  bonds  of  the  Debt,  as 
they  might  be  offered  for  sale  in  markets  and  transactions  of  exchange, 
involving  thus  all  the  consequences  of  this  kind  of  transactions. 

The  interest  of  money  has  always  an  expression  given  by  the  offer 
and  demand  of  the  capitals  seeking  an  investment  in  loans ;  the  offer 
being  limited  by  the  money  which  is  at  each  moment  accumulated 
into  capitals;  and  the  demand  determined  by  the  wants  of  trade  and 
enterprise.  Hence,  the  demand  increases  above  these  wants  with  any 
Public  loan  offered  in  money  markets,  the  value  of  the  Interest  of 
money  rises,  and  the  Interest  of  Public  loans  is  always  larger  than  that 
of  the  usual  rate  of  Public  debts;  if  even  such  Loans  were  not  gene¬ 
rally  resorted  to  amidst  other  extraordinary  circumstances,  which 
contribute  to  increase  the  rate  of  their  Interest.  But,  as  soon  as  these 
circumstances  are  over,  Public  loans  contracted,  and  as  Public  affairs 
resume  their  habitual  eourse,  the  Market  value  of  the  bonds  of  a  loan 
or  debt  increases,  naturally  above  the  Capital  loaned  or  borrowed,  in 
the  same  proportion  as  transient  circumstances  had  raised  the  interest 
granted  for  this  capital  above  the  usual  rate  of  ordinary  circumstances. 
And,  the  Capital  reimbursed  by  a  mere  purchase  of  the  bonds  of  a 
Public  debt  at  the  rate  of  their  Market  value,  is  therefore  always 
larger  than  the  Capital  loaned  or  borrowed. 

Being  established  by  the  offer  and  demand,  the  Market  value  of  the 
bonds  goes  on  another  hand  still  higher  up,  by  the  very  fact  that  a 
Sinking  Fund  employed  for  the  purchase  of  the  bonds,  increases  their 
demand  above  the  demand  otherwise  common  and  natural  in  stock 
markets.  Hence,  the  Capital  reimbursed  and  the  loss  inflicted  upon 
the  Public  Treasury,  increase  still  more  by  the  very  efforts  made  to 
reimburse  the  loaned  or  borrowed  Capital, 
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If  the  reimbursement  of  the  Capital  is  attempted  under  such  condi¬ 
tions,  with  an  equal  yearly  provision  for  Interest  and  Sinking  Fund,  this 
Fund  has  by  its  working  no  effect  at  all,  if  it  is  not  larger  than  the  gradual 
increase  of  the  Market  value  of  the  bonds;  and  the  whole  part  of  it  equal 
to  this  increase,  is  not  only  in  all  circumstances  entirely  thrown  away; 
but  the  loss  becomes  equal  to  the  sum  of  both  the  difference  between 
the  Market  value  of  the  bonds  and  the  Capital  loaned  or  borrowed,  and 
the  compound  Interest  of  this  difference;  in  the  same  manner  as  by  a 
regular  employment  of  the  Sinking  Fund,  the  Capital  reimbursed  pro¬ 
gresses  in  the  double  ratio  of  this  Fund  and  its  compound  Interest. 
Yet,  the  yearly  provision  might  still  be  made  to  cover  more  than  this 
wanton  expense;  but  to  extinguish  a  debt  of  a  certain  amount  it  would 
protract  the  operation  for  so  long  a  period,  that  new  loans  becoming 
necessary  before  the  former  ones  are  reimbursed,  would  always  lead 
to  a  gradual  increase  of  the  Public  Debt.  The  yearly  provision  for 
Interest  and  Sinking  Fund  has  on  another  hand  a  limit  given  by  neces¬ 
sity  and  circumstances;  and  whatever  might  be  the  resources  of  a 
nation  or  government;  the  part  of  this  provision  required  for  the  Inter¬ 
est,  increases  always  in  a  much  larger  ratio  than  that  of  the  Sinking 
Fund;  hence,  the  Sinking  Fund  is  becoming  smaller  as  the  Debt  grows 
larger ;  its  employment  being  worse  than  useless  as  soon  as  it  is  no 
longer  larger  than  the  increase  of  the  Market  value  of  the  bonds;  and 
the  whole  attempt  to  extinguish  a  Debt  by  a  purchase  of  the  bonds  at 
the  rate  of  their  Market  value,  winding  finally  up  into  an  utter  help¬ 
lessness  of  ever  arriving  at  such  an  extinguishment. 

O  C 


POLICY  OF  THE  UNITED  STATES. 


In  the  foresight  of  these  results  well  known  by  the  experience  of 
modern  nations,  the  United  States,  whose  glory  and  great  destiny  it 
will  forever  be  to  give  to  the  world  the  example  of  the  superiority  of 
free  and  rational  Self-government ;  contract  their  Loans  on  the  condi¬ 
tion  that  the  borrowed  Capital  shall  be  reimbursable  after  the  expira¬ 
tion  of  a  certain  number  of  years;  providing  with  each  Loan  yearly 
resources  for  the  payment  of  the  Interest  and  the  reimbursement  of 
the  Capital. 

Yet,  this  implies  no  means  for  a  regular  employment  of  the  Sinking 
Fund,  neither  before  nor  after  the  end  of  this  period;  and  whatever 
might  be  the  combinations  adopted  in  the  meanwhile  for  the  manage¬ 
ment  of  this  Fund,  the  ultimate  result  would  always  be  either  that  of 
a  purchase  of  the  bonds  at  the  rate  of  their  Market  value ;  or  that  of 
laying  the  instalments  of  the  Sinking  Fund  aside,  and  hoarding  them 
up,  until  the  Capital  of  the  Debt  has  become  reimbursable. 
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PURCHASE  OF  THE  BONDS  FOR  THEIR  MARKET  VALUE. 

The  Market  value  of  the  bonds  always  rises  above  the  borrowed 
Capital,  if  even  a  Debt  is  reimbursable  after  a  certain  period.  But,  as 
the  bonds  may  then  be  reimbursed  simply  with  the  value  of  the  Capi¬ 
tal,  their  Market  value  steadily  increasing  from  the  beginning,  reaches 
in  the  last  years  or  towards  the  end  of  the  period,  a  limit  above  which 
it  rises  no  longer.  For,  the  bearer  who  would  then  not  part  with  his 
bond  for  its  Market  value,  could  only  wait  long  enough  to  receive  for 
it  much  less  than  the  Market  value.  Thus,  the  Sinking  Fund  being 
made  large  enough,  could  always  be  managed  so  as  to  extinguish 
within  a  given  period,  a  Debt  becoming  reimbursable  at  the  end  of  the 
period,  by  a  purchase  of  the  bonds  at  the  rate  of  their  Market  value ; 
the  Public  Treasury  having  however  to  undergo  the  whole  loss  arising 
from  the  difference  between  the  borrowed  Capital  and  the  Market  value 
of  the  bonds  of  the  Debt. 

The  Interest  of  a  Debt  being  seven,  and  the  Sinking  Fund  two, 
making  an  equal  yearly  provision  of  nine  per  cent,  of  the  borrowed 
Capital,  it  would  require  with  a  regular  employment  of  the  Sinking 
Fund,  twenty-two  years  to  extinguish  the  Debt;  with  a  total  cost  of 
one  hundred  and  ninety-eight  dollars  for  a  hundred  dollars  capital,  of 
which  ninety-eight  dollars  would  have  been  the  expense  for  interest 
during  this  period.  If  on  the  contrary,  the  Sinking  Fund  is  em¬ 
ployed  in  purchasing  the  bonds  at  the  rate  of  their  Market  value;  and 
this  value  increasing  gradually  seventeen  per  cent,  above  the  borrowed 
Capital,  reducing  thus  the  Interest  of  the  Market  value  to  six  per  cent., 
it  would  require  twenty-seven  years  with  the  same  yearly  provision  of 
nine  per  cent.,  to  extinguish  the  Debt;  at  a  total  cost  of  two  hundred 
and  forty-three  dollars  for  a  hundred  dollars  capital,  making  one  hun¬ 
dred  and  forty-three  dollars  for  the  expense  of  the  interest ;  and  en¬ 
tailing  upon  the  Public  Treasury  a  loss  of  forty-five  dollars  for  a  hun¬ 
dred  dollars  capital ;  or  almost  three  times  as  much  as  the  increase  of 
the  Market  value  of  the  bonds  above  the  borrowed  Capital. 

To  avoid  such  a  lavish  and  ruinous  expense,  the  instalments  of  the 
Sinking  Fund  could  only  be  hoarded  up  until  the  debt  has  become 
reimbursable,  or  employed  so  as  to  bear  an  interest  in  order  to  pre¬ 
vent  the  consequences  of  their  hoarding  up. 

But,  if  it  is  proper  that  Governments  become  debtors  to  save  the 
people  from  inconvenient  taxation,  it  can,  on  the  contrary,  never  be 
in  the  nature  of  things  that  they  become  money  lenders  or  otherwise 
speculators  in  order  to  save  interest,  with  money  gathered  from  the 
people  by  taxation.  And,  neither  piling  Money  up  in  the  cellars  of 
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the  Public  Treasury,  nor  the  purchase  of  the  bonds  of  the  Public  Debt 
for  their  Market  value,  could  ever  be  strange  enough  to  account  for 
the  use  of  Money  collected  from  the  people  by  taxation  in  such  im¬ 
mense  sums  as  those  necessary  to  extinguish  a  Public  Debt  of  a  cer¬ 
tain  amount,  either  by  placing  it  in  the  hands  of  private  men  and  pri¬ 
vate  enterprise,  or  by  mingling  the  Public  Treasury  itself  with  the 
speculations  of  private  enterprise,  for  the  sake  of  the  Interest  of  this 
Money.  Indeed,  the  instincts  of  the  American  people  have  always 
been  averse  to  any  scheme  of  this  kind;  from  which,  in  what  manner 
it  might  or  could  be  carried  out,  good  and  great  public  men  would 
always  shrink,  and  which  the  best  of  them  could  not  prevent  from 
leading  instantly  to  the  complete  corruption  of  any  Government. 

GRADUAL  HOARDING  UP  OF  THE  SINKING  FUND. 

The  Sinking  Fund  being  simply  laid  aside  and  piled  up,  imposes 
upon  the  Public  Treasury,  first,  the  responsibility,  trouble  and  expense 
of  its  safe  keeping,  second,  the  loss  of  the  compound  Interest  of  the 
capital  thus  hoarded  up,  and  finally,  upon  trade  and  enterprise,  the 
consequences  of  the  withdrawal  of  these  capitals  from  the  amount  of 
Money  in  circulation. 

The  money  laid  aside  being  withdrawn  from  circulation,  trade  and 
enterprise  carry  on  their  business  either  with  the  amount  of  money 
which  has  been  left  in  circulation,  ox  the  former  amount  is  made  up 
again  from  other  sources.  And  since  both  the  withdrawal  from  and 
the  making  up  of  the  amount  of  money  are  gradual,  this  amount  and 
the  wants  of  trade  and  enterprise  are  mutually  proportional,  until  the 
Capital  of  the  Public  Debt  becomes  reimbursable.  But,  this  Capital 
being  then  reimbursed,  the  whole  sum  gradually  withdrawn  from  is 
thrown  back  at  once  into  circulation ;  and  in  all  circumstances,  trade 
and  enterprise,  the  public  welfare  in  general,  are  exposed  to  each  of 
those  eventualities  arising  from  a  sudden  and  disproportionate  increase 
of  the  amount  of  money  in  circulation;  whilst  the  Public  Treasury  has 
undergone  the  immense  loss  proceeding  from  the  very  cause  of  these 
eventualities. 

Indeed,  the  loss  of  the  Interest  of  a  Sinking  Fund  hoarded  up,  is 
not  merely  that  of  a  capital  laying  idle;  since  it  consists  in  the  Interest 
which  the  Public  Treasury  must  continue  to  pay  for  each  part  of  the 
Capital  which  might  have  been  reimbursed  with  the  Sinking  Fund. 

Thus,  a  Debt  reimbursable  at  the  end  of  twenty  years,  for  instance, 
with  money  gradually  laid  aside  during  this  period,  would  require  a 
yearly  instalment  of  five  per  cent,  as  a  Sinking  Fund;  and  the  Interest 
being  seven  per  cent,  the  yearly  provision  to  extinguish  the  Debt 
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would  be  twelve  per  cent ;  which  having  to  be  paid  during  twenty 
years,  raises  the  total  cost  of  the  extinction  at  two  hundred  and  forty 
dollars  for  one  hundred  dollars  capital,  making  one  hundred  and  forty 
dollars  for  the  expense  of  Interest.  By  a  regular  employment  of  the 
Sinking  Fund,  the  same  yearly  provision  of  twelve  per  cent,  would  on 
the  contrary  extinguish  the  Debt  within  a  period  of  thirteen  years,  at 
a  total  cost  of  one  hundred  and  fifty-six  dollars  for  a  hundred  dollars 
capital;  making  fifty-six  dollars  for  the  expense  of  Interest ;  and  show¬ 
ing  that  the  hoarding  up  of  the  Sinking  Fund  entails  besides  its  other 
consequences,  a  dead  loss  of  at  least  eighty-four  dollars  for  each  hun¬ 
dred  dollars  Capital. 

Yet,  whenever  a  Public  Debt  is  not  very  moderate  the  difficulty 
of  providing  for  a  Sinking  Fund  of  five  per  cent,  would  always  be 
enough  to  prevent  any  such  experiment  on  a  large  scale.  And,  if  it 
should  he  attempted  with  a  smaller  Sinking  Fund,  it  would  only  serve 
to  enlarge  the  gulf  of  ruin  and  to  grind  down  the  Financial  means  of 
any  people  or  government.  For,  reducing  the  Sinking  Fund  to  two 
per  cent,  or  the  yearly  provision  to  nine  per  cent,  it  would  take  fifty 
years  to  collect  the  Capital  and  to  extinguish  the  debt,  at  the  gigantic 
cost  of  four  hundred  and  fifty  dollars,  for  one  hundred  dollars  capital, 
raising  to  three  hundred  and  fifty  per  cent,  the  expense  of  the  Interest. 
Thus,  it  is  plain  that  the  extinguishment  of  a  Public  Debt  by  pur¬ 
chasing  the  bonds  for  their  Market  value,  is  much  less  expensive  than 
by  hoarding  up  the  Sinking  Fund ;  since,  the  Market  value  increasing 
gradually  seventeen  per  cent,  and  coming  to  a  stop  as  the  term  of  re¬ 
imbursement  is  approaching,  a  yearly  provision  of  nine  per  cent,  the 
Interest  being  seven  per  cent,  would  extinguish  the  Debt  within  twenty- 
seven  years  at  a  total  cost  of  two  hundred  and  forty-three  per  cent, 
making  one  hundred  and  forty-three  per  cent  for  the  expense  of  Interest. 
But,  since  this  still  also  imposes  a  wanton  loss  equal  to  the  half  of  the 
borrowed  Capital,  the  wise  and  far-seeing  policy  of  contracting  no 
other  than  reimbursable  Doans,  can  never  bear  its  fruits  without  a 
regular  employment  of  the  Sinking  Fund. 

All  difficulties  opposed  to  this  employment  arise  from  the  fact,  that 
Governments  have  no  right  nor  any  other  means  to  reimburse  succes¬ 
sively  the  parts  of  the  Capital  of  their  Debts,  as  they  might  be  ready  for 
such  a  reimbursement.  And,  in  the  same  manner  as  the  absence  of 
this  right  renders  the  management  of  the  Sinking  Fund  dependent 
upon  the  consent  of  the  bondholders,  thus  the  means  to  arrive  at  a 
regular  employment  of  this  Fund,  resolve  themselves  into  those  of 
obtaining  their  consent. 
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PAPER  CURRENCY. 

The  transactions  and  operations  of  banks  and  banking  are  no  longer 
carried  out  without  an  emission  of  the  sort  of  currency  known  by  the 
name  of  bank  bills;  these  bills  being  thus  forced  into  use  and  competi¬ 
tion  with  coin  or  specie,  gold  and  silver,  the  real  standard  of  money,  by 
the  same  causes  on  account  of  which  banks  and  banking  are  essential 
to  trade  and  enterprise  and  the  whole  fabric  of  society.  The  emission 
and  circulation  of  a  Paper  currency,  require  on  the  other  hand,  a  secu¬ 
rity  which  is  the  condition  of  the  trust  or  credit  granted  in  transactions 
of  business  to  such  a  currency;  the  safest  and  most  profitable  security 
consisting  in  a  deposit  of  bonds  of  the  Public  Debt,  whenever  a  Paper 
currency  is  issued  by  private  men  and  private  enterprise.  Thus  the 
bonds  of  the  Public  Debt  are  already  in  use  as  a  security  for  the  emission 
and  circulation  of  bank  bills,  as  a  new  and  peculiar  source  of  benefits 
for  the  bondholders;  therefore,  and  in  conformity  with  these  customs 
and  use, 

Each  hearer  of  the  bonds  of  the  Public  Debt  shall  have  the  faculty  of 
issuing  bills  in  the  form  of  usual  bank  bills-,  for  the  whole  amount  of 
the  Capital  certified  by  his  bonds,  under  the  control  and  with  the  assis¬ 
tance  of  the  Treasury  Department. 

These  bills  may  be  distinguished  by  the  name  of  Stock  Bills, 
because  they  are  different  from  all  other  Paper  currency  or  bills  of 
credit. 


STOCK  BILLS. 

The  faculty  of  their  emission  being  thus  attached  to  the  bonds  of 
the  Public  Debt,  comprehends  for  this  very  reason  each  aim  and 
purpose  of  the  use  of  these  bonds  in  the  emission  of  bank  bills,  hence, 

Any  other  use  of  the  bonds  of  the  Public  Debt  for  the  emission  of  a 
Paper  currency  than  for  the  emission  of  Stock  Bills,  is  henceforth 
formally  prohibited ;  under  the  penalty  of  the  forfeiture  of  the  bonds 
thus  employed, 

The  bonds  of  the  Public  debt  are  the  safest  and  most  profitable  secu¬ 
rity  for  the  emission  of  bank  bills,  on  account  of  the  Interest  they  bear 
and  of  their  Market  value,  proportional  to  this  Interest,  and  therefore, 
account  of  their  own  Credit.  And  since  this,  and  the  use  of  these 
bonds  as  such  a  security  are  a  mere  consequence  of  the  faithful  obser¬ 
vance  of  the  engagements  relating  to  the  Public  Debt,  the  Credit  of 
the  bonds  is  that  of  the  people  and  the  Government  who  fulfil  these 
engagements ;  and  who  have,  hence  an  exclusive  and  absolute  right 
to  dispose  of  and  to  prescribe  any  use  which  may  be  made  of  that 
which  is  their  proper  and  own  Credit. 
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There  shall  he  issued  only  one  Stock  Bill  for  each  bond,  and  always 
for  the  whole  Capital  certified  by  the  bond. 

To  this  end  the  Treasury  Department  would  deliver  to  each  holder 
issuing  bills,  new  bonds  in  exchange  of  his  former  ones,  in  the  same 
number  and  of  the  same  denomination  of  capital  as  the  Stock  Bills  to 
be  emitted,  in  any  variety  demanded,  of  the  denominations  of  five, 
ten,  twenty,  hundred  dollars,  for  instance,  which  may  be  established 
by  law. 

Each  Stock  Bill  shall  bear  the  Name  of  the  place  where  it  is  redeem¬ 
able,  the  Number,  Interest,  Capital,  and  Term  of  reimbursement  of  the 
bond  for  which  it  has  been  issued.  A  viza  of  the  Treasury  Department 
making  a  part  of,  but  so  that  it  may  be  separated  from  the  bill,  shall 
certify  all  these  details. 

No  Stock  Bill  shall  enter  into  circulation  without,  nor  shall  it  re¬ 
main  in  circulation  after  having  been  deprived  of  this  viza. 

The  bond  corresponding  to  each  Stock  Bill  shall  no  longer  be  alien¬ 
able  nor  transferable  for  any  reason  whatever  by  its  holder,  and  remain 
in  the  hands  of  its  holder,  the  drawer,  as  an  exclusive  mortgage  for 
the  bearer  of  the  bill. 

Stock  Bills  shall  cease  to  be  redeemable  by  their  drawers  from  and 
after  the  expiration  of  the  term  of  reimbursement  of  the  bonds  for 
which  they  have  been  issued. 

Before  and  during  the  term  after  which  the  bonds  are  reimbursable,, 
each  Stock  Bill  shall  be  redeemed,  in  coin,  by  its  drawer,  at  the  de¬ 
mand  of  the  bearer  of  the  bill.  In  the  case  of  a  refusal,  the  drawer 
shall  give  up  at  once  to  the  bearer,  the  bond  for  which  he  has  issued  the 
bill,  in  exchange  of  the  viza  of  the  Treasury  Department  cut  off  for 
this  purpose  from  the  bill. 

Any  bond  with  its  former  Stock  Bill  deprived  of  its  viza,  shall  both 
together  be  considered  as  a  bond  of  the  Public  Debt  issued  simply  to 
the  bearer ;  until  any  bearer  of  both  requires  the  transfer  of  the  bond  to 
his  name,  and  the  delivery  of  a  new  bond  from  the  Treasury  Depart¬ 
ment. 

As  a  consequence  of  all  this  it  is  evident  that  the  bearer  of  a  Stock: 
Bill  can  never  lose  the  mortgage  of  the  bond  for  which  the  bill  has  been- 
issued,  as  long  as  the  bond  is  not  reimbursable.  For,  if  by  causes  un¬ 
foreseen,  tbe  drawer  should  refuse  both  the  reimbursement  in  coin,  and 
the  delivery  of  the  bond,  or  even  disappear  himself,  a  simple  affidavit 
of  the  fact  would  always  be  enough  to  operate  the  transfer  of  tbe 
bond  to  the  name  of  the  bearer  of  the  bill,  by  the  Treasury  Depart¬ 
ment.  Aud,  as  it  will  be  seen  hereafter  there  can  be:  also  no  loss  for 
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t he  bearer,  with  any  bill  which  should  remain  in  circulation  after  the 
expiration  of  the  term  of  reimbursement  of  the  bond  corresponding  to 
the  bill. 


STOCK  BILLS  AND  COIN. 

Thus  Stock  Bills  are  either  in  circulation  as  Money  or  they  bear  the 
interest  of  money,  from  the  very  moment  they  cease  to  be  Money. 

Vnd,  the  bearer  of  Stock  Bills  has  at  his  disposal  either  their  Value  as 
money  or  an  Interest  which  is  that  of  money.  So  that  never  Interest 
and  Value  are  both  together  at  his  disposal,  but  in  all  circumstances 
always  either  Interest  or  Value. 

This  is  exactly  the  same  case  with  coin,  or  gold  and  silver;  of  which 
the  owner  or  bearer  can  never  possess  the  Value  and  receive  the  Inter¬ 
est  at  the  same  time,  losing  always  the  one  by  gaining  the  other,  and 
never  having  both  at  onee  in  his  possession. 

Coin,  gold  and  silver,  have  a  Value,  and  they  bear  an  Interest  on 
account  of  their  Value,  both  Interest  and  Value  being  equal  to  each 
other.  Since  the  Value  and  the  Interest  of  coin  are  given  and  received 
for  each  other  in  transactions  of  mutual  exchange,  by  loaning  and 
borrowing  coin;  and  two  things  of  value  given  and  received  for  each 
other  by  mutual  exchange  being  necessarily  of  the  same  value. 

Thus  the  Interest  of  coin  is  an  expression  of  the  Value  of  coin. 
Aud  any  thing  which  bears  an  interest  has  a  value  proportional  to  its 
interest  in  the  same  ratio  as  coin.  Since  both  Interest  and  Value  are 
equal  to  each  other  in  transactions  of  mutual  exchange.  Hence,. 
Stock  Bills,  bearing  an  Interest,  have  a  Value  on  account  of  their 
interest,  in  the  same  manner  as  coin  bears  on  Interest  on  account  of 
its  Value. 

Interest  and  V alue  are  therefore  common  to  both  Stock  Bills  and 
coin;  and  in  the  same  mutual  ratio  with  each  other  in  the  case  of  both; 
coin  bearing  an  Interest,  because  it  has  a  Value,  and  Stock  Bills, 
having  a  Value,  because  they  bear  an  Interest:  neither  ever  affording 
to  its  bearer,  at  the  same  time,  the  possession  of  each,  but  always 
necessarily  only  one,  either  Interest  or  Value.  Thus,  and  Stock  Bills, 
having  like  coin,  gold  or  silver  a  form  or  shape  proper  for  their  use* 
as  Money. 

Stock  Bills  are  a  Money  equal  and  paramount  to  coin  or  gold  and 
silver. 

Having  a  value  of  their  own  Stock  Bills,  are  given  and  received  in 
transactions  of  exchange  for  every  thing  of  value,  in  the  same  manner 
as  coin  on  account  of  their  Value.  Any  Paper  currency,  on  the  con¬ 
trary,  never  has  a. value  of  its  own  ;  since  it  is  given  and  received  in. 
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mutual  exchange  for  things  of  value,  either  only  because  it  is  redeem¬ 
able  in  coin,  or  in  any  other  case,  simply  on  account  of  its  Credit. 
Hence,  if  Stock  Bills  are  by  their  form  or  shape  similar  to  Paper 
currency,  they  differ  from  this  sort  of  money  like  coin,  because  they 
have  a  Value  of  their  own  in  the  same  manner  as  coin;  and  in  whatever 
a  proportion  Stock  Bills  should  ever  be  issued,  it  could  never  have  any 
other  effect  than  that  of  an  overflowing  abundance  of  Coin. 

Having  a  value  of  their  own,  whether  they  are  or  are  not  redeem¬ 
able  and  redeemed  in  coin,  Stock  Bills  do  not  require  any  more  than 
coin  any  redeeming  of  this  kind;  lienee,  they  would  seldom  or  never 
be  presented  for  reimbursement.  And,  any  capital  invested  in  bonds 
of  the  Public  Debt  and  issued  again  in  the  form  of  Stock  Bills,  would 
clear  a  two-fold  benefit;  or,  on  one  hand  the  Interest  of  the  bonds,  and 
on  the  other  hand,  Stock  Bills  being  money,  the  profits  realized  in 
trade  and  enterprise  by  the  means  of  money ;  this  two-fold  benefit 
being  thus  the  largest  which  can  ever  be  cleared  with  any  capital. 

PvEGULAR  EMPLOYMENT  OF  THE  SINKING  FUND.  . 

That  whieh  the  bondholders  are  thus  gaining  by  the  emission  of 
Stock  Bills,  being  always  much  more  than  whatever  they  might  cease 
to  gain  by  a  regular  employment  of  the  Sinking  Fund,  this  emission  is- 
the  only  but  natural  means  to  arrive  at  such  an  employment ;  hence 
and  Stock  Bills  being  besides  a  money  equal  and  paramount  to  coin. 

Stock  Bills  shall  he  received  at  par  for  cash  in  the  payments  made 
to  the  receiving  officers  of  the  Public  Treasury,  as  long  as  these  hills 
remain  in  circulation 

As  a  hearer  of  Stock  Bills,  the  Treasury  Department  shall  have  a 
right  of  option,  to  claim  from  the  drawer  either  the  reimbursement  in 
coin,  or  the  delivery  of  the  bond  for  which  the  hill  has  been  issued,  in 
exchange  of  the  viza  cut  off  from  the  bill. 

The  receipts  of  the  Treasury  would  in  this  manner  be  collected  in 
coin  and  in  Stock  Bills ;  hence  the  part  of  these  receipts  provided  for 
the  Sinking  Fund,  could  be  directly  made  up  in  Stock  Bills;  with 
which  the  delivery  of  the  corresponding  bonds  might  then  regularly  be 
claimed  and  take  place  at  the  next  and  last  payment  of  the  Interest  of 
these  bonds.  The  reimbursement  of  the  capital  of  the  Public  Debt, 
being  thus  carried  out  as  the  Sinking  Fund  provided  for  it,  is  becom¬ 
ing  disposable  or  according  to  the  rule  of  a  regular  employment  of 
this  Fund.  Yet,  it  may  always  happen  that  the  Stock  Bills  issued 
come  not  all  into  the  hands  of  the  Public  Treasury,  before  the  expira¬ 
tion  of  the  term  of  reimbursement  of  the  corresponding  bonds.  But, 
as  from  this  date  the  drawers  are  no  longer  bound  to  any  sort  of  re- 
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d  eruption  of  their  bills,  whilst  the  Treasury  Department  continues  to 
receive  at  par  the  same  bills  as  long  as  they  may  be  in  circulation; 

All  bonds  of  the  Public  Debt  corresponding  to  Stock  Bills  in  circu¬ 
lation,  shall  be  null  and  void  from  and  after  the  dag  of  expiration  of 
the  term  of  reimbursement  of  these  bonds,  and  be  delivered  forthwith 
without  any  compensation  to  the  Treasury  Department. 

PROFITS  CLEARED  BY  THE  EMISSION  OF  STOCK  BILLS. 

Stock  Bills  being  Money,  and  therefore  a  means  of  gaining  the 
profits  realized  with  money  in  trade  and  enterprise,  the  bondholders 
clear  a  benefit  equal  at  least  either  to  the  usual  rate  of  interest,  or  to 
the  interest  of  the  Market  value  of  the  bonds  of  the  Public  Debt,  by 
the  emission  of  Stock  Bills,  besides  the  Interest  of  their  bonds.  Thus, 
the  interest  of  either  the  bonds  or  the  Stock  Bills  is  a  clear  profit;  and 
the  least  benefit  made  by  this  emission  is  equal  at  least  to  the  com¬ 
pound  Interest  of  the  Market  value  of  the  bonds,  for  the  period  during 
which  Stock  Bills  arc  in  circulation. 

A  Public  Debt  at  seven  per  cent,  interest,  provided  with  a  yearly 
provision  of  nine  per  cent,  for  Interest  and  Sinking  Fund,  requires 
twenty-two  years  for  its  extinction,  with  a  regular  employment  of  this 
Fund,  at  a  total  cost  of  one  hundred  and  ninety-eight  per  cent,  of 
which  one  hundred  are  for  the  reimbursement  of  the  capital,  and 
ninety-eight  for  the  expense  of  the  interest.  But,  at  seven  per  cent, 
interest,  ninety-eight  is  the  interest  of  fourteen  years,  hence  the  aver¬ 
age  outstanding  of  the  bonds  is  of  the  same  duration  ;  and  Stock  Bills 
issued  for  the  bonds  might  thus  be  in  the  average  during  fourteen 
years  in  circulation.  Yet,  reducing  the  average  circulation  of  the 
bills  to  nine  years,  and  the  gradually  decreasing  rate  of  interest  of  the 
Market  value  of  the  bonds  even  at  an  average  of  six  per  cent,  the 
compound  interest  of  the  Stock  Bills,  would  still  amount  to  seventy 
per  cent,  at  least,  which  added  to  ninety-eight  per  cent,  received  for 
the  Interest  of  the  bonds,  makes  hundred  and  sixty-eight  per  cent, 
besides  hundred  per  cent,  received  for  the  reimbursement  of  the 
Capital. 

The  same  Debt  reimbursed  by  purchasing  the  bonds  at  their  Market 
value  would  give  to  the  bondholders  two  hundred  and  forty-three 
per  cent. ;  or  one  hundred  for  the  reimbursement  of  the  capital,  and 
one  hundred  and  forty-three  for  the  expense  of  interest  at  the  end 
of  twenty-seven  years,  or  five  years  more  than  in  the  former  case. 
Thus  the  compound  interest  of  six  per  cent,  during  these  five  years, 
for  the  seventy  per  cent,  cleared  by  the  emission  of  Stock  Bills, 
being  twenty-three  per  cent,  the  whole  gain  of  this  emission  rises  to 
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ninety-three  per  cent. ;  which  added  to  ninety-eight  received  for 
interest  of  the  bonds  gives  hundred  and  ninety-one  per  cent.;  or 
a  benefit  of  forty-eight  per  cent,  made  by  the  bondholders  with  a 
regular  employment  of  the  Sinking  Fund,  over  the  hundred  and  forty- 
three  per  cent,  which  would  have  accrued  to  them  in  extinguishing 
the  Debt  by  a  purchase  of  the  bonds  for  their  Market  value ;  besides 
the  saving  or  gain  of  forty-five  per  cent,  or  forty-five  dollars  for  a 
hundred  dollars  capital  secured  to  the  Public  Treasury. 

Reducing  the  Sinking  Fund  from  two  to  somewhat  less  than  one 
and  a  half  per  cent,  or  the  yearly  provision  to  about  eight  and  a  half 
per  cent.,  the  extinguishment  of  the  Debt  would  also  require  twenty- 
seven  years ;  and  the  profits  cleared  with  the  emission  of  Stock  Bills 
would  be  still  larger  for  the  bondholders;  since  they  increase  on  one 
hand  as  the  Interest  paid  to  the  bondholders  grows  larger  ;  and  on 
another  hand,  as  the  average  period  of  circulation  of  the  bills  grows 
longer,  with  the  length  of  the  period  necessary  for  the  extinguishment 
of  the  Debt;  which  length  increases  as  the  Sinking  Fund  decreases. 
Hence,  the  smallest  per  centage  provided  for  a  Sinking  Fund  is  the 
most  profitable  for  the  drawers  of  Stock  Bills;  the  reimbursement  of  a 
Debt  through  the  emission  of  these  bills  being  thus  secured  in  the  very 
ratio  in  which  necessity  might  reduce,  the  means  of  reimbursement, 
or  of  providing  for  a  Sinking  Fund. 

EMISSION  OF  STOCK  BILLS. 

The  benefits  made  with  Stock  Bills  merely  at  the  usual  rate  of  in¬ 
terest  of  the  Market  value  of  the  bonds,  are  always  much  larger  than 
the  increase  of  this  value ;  and  the  profits  realized  by  Stock  Bills  en¬ 
gaged  as  Money  in  trade  and  enterprise  are  larger  still  than  these 
benefits;  thus  the  very  competition  for  clearing  either  by  the  emission 
of  bills,  would  by  itself  require  a  certain  rule  of  order  for  this  emission. 
And,  since  the  Interest  and  Capital  certified  by  the  bonds  of  Public 
Debts  are  in  general  merely  nominal,  expressing  at  par  neither  the 
capital  which  has  been  received  in  reality,  nor  the  real  interest  agreed 
upon  in  contracting  the  Loan  or  Debt. 

The  bondholders  shall  have  the  faculty  to  issue  Stock  Bills,  in  the 
order  in  which  they  make  the  demand  for  emission  at  the  Treasury 
Department ;  the  preference  being  always  given  to  the  bondholder,  who 
consents  for  the  benefit  of  the  Public  Treasury,  to  the  largest  reduction  of 
either  the  Interest  or  of  both  Capital  and  Interest  certified  by  his  bonds; 
but  always  so  that  the  rate  of  interest  paid  for  the  bonds  corresponding 
to  the  Stock  Bills  issued,  shall  on  account  of  the  reduction  of  the  Capi- 
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tal  never  be  larger  than  the  rate  of  interest  of  the  current  Marled  value 
of  the  bonds  of  the  Public  Debt. 

The  emission  of  Stock  Bills  could  never  become  too  large  for  the 
wants  of  circulation,  trade  and  enterprise ;  and  there  being  once  a  cer¬ 
tain  amount  determined  by  law  in  circulation,  all  further  demands 
would  be  granted  at  once  for  each  offer  of  reduction  below  the  average 
reduction  of  the  amount  in  circulation,  or  as  the  Stock  Bills  are  with¬ 
drawn  from  circulation  by  the  working  of  the  Sinking  Fund  ;  the  pref¬ 
erence  being  always  for  the  lowest  bids  in  the  order  of  these  bids. 

The  yearly  provision  for  Interest  and  Sinking  Fund  remaining  the 
same,  the  whole  of  these  reductions  resolves  itself  into  a  decrease  of 
the  Interest  and  an  increase  of  the  Sinking  Fund;  the  benefit  derived 
from  it  being  three-fold,  or  that  of  less  expense  for  Interest,  of  an  in¬ 
crease  of  the  Sinking  Fund,  and  finally  of  the  compound  interest  of 
this  increase.  Any,  and  even  the  least  reduction  turning  thus  always 
into  a  very  sensible  benefit  for  the  Public  Treasury. 

The  mutual  ratio  of  the  Interest  and  Sinking  Fund  being  thus  set¬ 
tled  by  the  habitual  competition  of  trade  and  enterprise,  the  whole 
cost  of  the  extinguishment  of  the  Debt  would  be  that  which  is  given  by 
common  and  ordinary  circumstances.  And  whatever  might  be  the  sac¬ 
rifices  agreed  to,  on  account  of  the  circumstances  and  manner  in  which 
Public  Loans  are  contracted,  the  greatest  part  if  not  the  whole  of  these 
sacrifices,  would  always  be  turned  off  and  compensated,  by  the  compe¬ 
tition  in  the  emission  of  Stock  Bills  amidst  habitual  and  ordinary  cir¬ 
cumstances. 

Stock  Bills  redeemable  in  coin  or  in  bonds  of  the  Public  Debt  at  the 
option  of  their  drawers,  might  be  issued  also  directly  as  treasury 
bills  by  the  Treasury  Department,  in  the  form  of  the  Treasury  notes 
already  in  use ;  but  bearing  no  Interest  before  they  are  redeemed  by- 
bonds,  or  like  Stock  Bills  during  the  whole  time  they  would  be  in  cir¬ 
culation  as  Money. 

TREASURY  BILLS 

Bearing  no  Interest  and  being  a  money  of  the  same  kind  as  Stock 
Bills,  Treasury  Bills  would  save  to  the  Public  Treasury  an  expense  of 
Interest  equal  to  that  of  the  amount  of  bills  in  circulation,  for  the 
whole  time  they  are  in  circulation ;  their  redemption  with  bonds  alone 
giving  rise  to  a  Public  Debt  bearing  Interest.  Hence,  Treasury  Bills 
afford  the  means  to  save  on  one  hand  a  part  of  the  Interest  of  Public 
Loans  by  their  emission  and  circulation,  and  on  another  hand  to  con¬ 
tract  Public  Loans,  by  their  redemption  in  bonds  without  any  inter¬ 
ference  of  money  lenders  and  brokers. 
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Thus  Treasury  Bills  are  redeemable  in  coin  or  bonds  like  Stock 
Bills;  and  as  a  means  to  contract  loans,  they  must  be  convertible  into 
bonds.  And,  since  the  Interest  of  a  Public  loan  can  never  be  settled 
otherwise  than  by  a  mutual  agreement  of  the  debtor  and  the  creditor, 
the  conversion  of  Treasury  Bills  into  bonds  would  be  an  operation  en¬ 
tirely  different  from  their  redeeming  in  bonds  or  coin.  Indeed,  Trea¬ 
sury  Bills  might  be  redeemed  with  bonds  bearing  the  usual  rate  of 
Interest  of  the  Public  Debt,  whilst  they  ought  to  be  convertible  intc 
bonds  bearing  a  larger  interest :  since  the  Interest  of  Public  loans  is 
according  to  circumstances,  naturally  above  the  usual  rate  of  Interest 
of  Public  Debts.  Hence,  Treasury  Bills  would  have  to  show  the 
Interest  of  the  bonds  with  which  they  shall  he  redeemable,  and  the 
Interest  for  which  they  may  he  convertible  into  bonds.  The  first  or 
lowest  being  that  of  the  usual  rate,  sis  per  cent,  for  instance,  and  the 
other,  the  highest,  that  to  which  the  Government  might  be  obliged  or 
disposed  to  agree  in  contracting  a  Loan;  as  this  and  the  term  after 
which  the  bonds  are  reimbursable,  and  the  denomination  of  the  bills, 
five,  ten,  twenty,  hundred  dollars,  maybe  established  by  law.  There¬ 
fore, 

Each  Treasury  Bill  shall  hear  in  duplicate  its  Number,  Denomina¬ 
tion,  the  least  Interest  of  the  bond  with  which  it  shall  be  redeemable,  the 
highest  Interest  for  which  it  may  be  converted  into  a  bond  of  the  Public 
Debt,  and  the  Term  of  reimbursement  of  the  bonds  delivered;  so  that  the 
bill  may  be  cut  off  in  two  parts,  containing  each  unimpaired  these  de¬ 
tails  certified  by  the  bill. 

No  Treasury  Bill  shall  enter  nor  remain  in  circulation  without  con¬ 
taining  in  duplicate  each  of  these  details. 

Each  Treasury  Bill  shall  be  redeemed  at  par  in  coin  or  with  a 
bond  of  the  Public  Debt  bearing  the  least  Interest  certified  by  the  bill, 
in  all  receiving  offices  of  the  Public  Treasury  designated  by  law ;  at 
the  option  of  the  receiving  officer. 

In  this  manner  the  reimbursement  in  coin  might  be  refused;  either 
because  the  receiving  officer  has  no  coin  at  his  disposal;  or  because  he 
is  acting  in  accordance  with  orders  received  from  the  Treasury  De¬ 
partment;  and  in  each  case, 

Whenever  the  reimbursement  of  a  Treasury  Bill  in  coin  is  ref  used 
the  receiving  officer  shall  deliver  to  the  bearer  a  receipt  certifying  the 
Number,  Denomination,  least  Interest  expressed  by  the  bill,  and  the  Term 
of  reimbursement  of  the  bonds,  in  exchange  of  one  of  the  two  parts  into 
which  the  bill  shall  be  cut  off  for  this  purpose. 

Both  together,  any  such  receipt  accompanied  by  the  other  part  of  the 
bill,  shall  bear  the  least  Interest  certified  by  both;  from  the  date  of  the 
3 
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receipt;  and  be  considered  as  a  bond  of  the  Public  Debt  issued  to  the 
bearer;  until  anij  bearer  of  both,  claims  the  transfer  of  the  receipt  to  his 
name  and  the  delivery  of  a  regular  bond  from  the  Treasury  Depart¬ 
ment. 

The  Interest  and  the  Value  of  coin  being  equal  to  each  other,  the 
bearer  of  a  Treasury  Bill  can  never  be  exposed  to  any  loss  by  a  re¬ 
fusal  of  the  reimbursement  in  coin;  since  he  receives  an  Interest  equal 
to  the  Value  of  coin.  And  for  this  very  reason  Treasury  Bills,  like 
Stock  Bills,  would  never  be  presented  for  reimbursement ;  on  one  hand 
because  there  is  nothing  to  lose  or  to  gain  by  it ;  and  on  another  hand 
because  Treasury  Bills  being  Money,  the  bearer  will  not  invest  them 
for  interest,  or  have  them  redeemed  in  bonds,  for  the  very  reason 
that  he  wants  their  use  as  Money. 

Hence,  the  emission  of  Treasury  Bills  could  be  made  equal  at  least 
to  that  amount  of  which  the  bearers  or  the  public,  would  prefer  the 
use  in  the  form  of  Money,  to  the  exchange  of  the  bills  for  bonds  of 
the  Public  Debt.  And,  if  the  sum  to  be  raised  by  a  Public  loan  is  not 
larger  than  this  amount,  Treasury  Bills  being  received  in  the  payments 
made  to  the  Public  Treasury,  might  be  withdrawn  from  or  returned 
into  circulation,  as  it  should  be  found  proper  for  the  best  advantage  of 
the  Treasury ;  without  being  ever  redeemed  by  or  converted  into 
bonds.  If  the  Loan  to  be  contracted  is  on  the  contrary  larger  than 
this  amount,  the  emission  of  Treasury  Bills  would  rise  above  the  wants 
of  circulation,  involving  thus  the  Conversion  of  these  bills. 


CONVERSION 


OF  TREASURY  BILLS. 


The  emission  of  Treasury  Bills  being  larger  than  the  wants  of  cir¬ 
culation;  and  the  bills  being  convertible  into  bonds  bearing  a  larger 
interest  than  the  usual  rate;  the  very  necessity  of  relieving  circulation 
would  beget  a  demand  for  the  Conversion  of  the  Treasury  Bills  into 
bonds  of  the  Public  Debt ;  this  demand  being  always  proportional  to 
the  necessity  of  relief  or  to  the  amount  of  bills  put  into  circulation; 
and  the  competition  of  the  bearers  for  demanding  the  conversion  in¬ 
creasing  as  the  emission  of  bills  increases.  Thus,  and  the  Treasury 
Bills  expressing  simply  the  Interest  for  which  they  may  be  converted, 
leaving  the  settlement  of  the  Interest  for  which  they  will  be  converted 
to  the  mutual  agreement  of  the  contracting  parties; 

Treasury  bills  shall  be  converted  into  bonds,  in  the  order  in  which 
the  bearers  make  the  demand  of  conversion  ;  the  preference  being  al¬ 
ways  for  the  bearer  who  consents  to  the  lowest  Interest  for  the  conver¬ 
sion  of  his  bills  ;  as  long  as  the  Treasury  Department  shall  find  it  con¬ 
venient  to  agree  to  the  bids  of  conversion. 
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Each  bond  delivered  shall  express  at  par  the  amount  of  Treasury 
Bills  converted,  and  the  Interest  agreed  upon  for  the  conversion  of  this 
amount  into  such  a  bond. 

Thus,  the  Interest  and  Capital  certified  by  the  bonds  would  hence¬ 
forth  no  longer  be  merely  nominal ;  whilst  in  conformity  with  estab¬ 
lished  customs,  the  rate  of  interest  could  always  remain  uniform,  five, 
six  or  seven  per  cent,  the  bids  of  conversion  being  made  by  the  num¬ 
ber  of  dollars  offered  for  the  rate  of  interest  adopted;  the  Treasury 
Bills  received  at  par  for  any  such  agreement  of  conversion;  and  the 
bonds  delivered  certifying  the  amount  of  Treasury  Bills  thus  converted 
at  par  into  a  bond. 

In  the  settlement  of  their  mutual  agreements,  men  decide  commonly 
the  greatest  affairs  for  some  slight  incidental  advantage,  precisely  when 
the  agreement  is  equally  to  the  advantage  of  both  contracting  parties. 
Thus  the  conversion  of  Treasury  Bills  would  always  receive  a  peculiar 
impulse,  if  the  bonds  delivered  should  bear  interest  from  some  date 
anterior  to  that  of  their  delivery,  from  the  last  usual  payment  of  the 
interest  of  the  Public  Debt  for  instance;  so  that  the  bondholders 
might  receive  an  Interest  with  the  next  payment;  for  the  income 
arising  from  the  interest  of  a  debt,  is  generally  the  aim  of  the  creditor 
in  all  mutual  agreements  relating  to  debts. 

Hence,  the  bearers  of  Treasury  Bills  are  in  all  circumstances  sure  of 
the  usual  rate  of  Interest  by  the  redeeming  of  the  bills,  and  by  a  volun¬ 
tary  conversion  they  may  obtain  a  larger  Interest;  as  the  emission  of  the 
bills  increases  and  as  the  Public  Treasury  is  obliged  to  make  room  for 
new  emissions,  by  agreeing  to  the  bids  of  conversion.  And,  since  the 
Interest  of  a  Public  loan  is  the  least  when  the  number  of  bidders  for 
the  Loan  is  the  largest,  the  Interest  agreed  to  by  the  Treasury  can 
never  be  smaller  than  that  which  would  be  settled  by  the  conversion 
of  Treasury  Bills  ;  since,  in  any  case  there  can  never  be  so  many  bid¬ 
ders  as  in  that  arising  from  the  emission  of  such  bills. 

TREASURY  BILLS  AND  STOCK  BILLS. 

Yet  the  principle  of  the  settlement  of  Public  Loans  and  Debts, 
resolves  itself  constantly  into  the  reimbursement  of  them;  or  into  the 
yearly  provision  for  Interest  and  Sinking  Fund,  and  the  emission  of 
Stock  Bills  as  the  means  of  a  regular  employment  of  this  Fund; 
whenever  the  Loan  or  Debt  to  be  contracted  is  larger  than  the  amount 
of  Treasury  Bills,  which  answers  to  the  wants  of  circulation. 

Thus  the  yearly  provision  for  Interest  and  Sinking  Fund  is  always 
the  first  condition  of  the  emission  of  both  Treasury  Bills  and  Stock 
Bills ;  that  of  Stock  Bills  being  limited  by  the  Capital  and  Interest  of 
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the  Debt;  whilst  In  any  other  time  than  that  of  contracting  a  Debt,  the 
amount  of  Treasury  Bills  in  circulation  ought  never  to  be  larger  than 
that,  of  which  the  interest  is  equal  to  the  yearly  instalment  of  the 
Sinking  Fund.  Hence,  the  sum  placed  at  the  disposal  of  the  Treasury 
by  the  emission  and  conversion  of  Treasury  Bills,  would  be  larger 
than  the  Capital  of  the  Debt  contracted,  for  the  whole  amount  of 
Treasury  Bills  in  circulation;  and  the  yearly  provision  for  Interest  and 
Sinking  Fund  remaining  the  same,  this  Fund  would  be  just  equal  to 
the  Interest  saved  by  the  Treasury  Bills  in  circulation ;  and  disappear 
entirely  if  the  whole  amount  of  these  Bills  should  be  redeemed  with 
bonds.  But  for  the  very  reason  that  the  Interest  of  the  bonds  is  thus 
secured  by  the  yearly  provision  of  the  Debt,  the  Bills  would  not  come 
in  for  their  redemption,  securing  thus  the  Sinking  Fund  and  the  reim¬ 
bursement  of  the  Debt. 

Treasury  and  Stock  Bills  being  issued  in  competition  with  each  other, 
the  amount  of  both  in  circulation  might  be  equal  to  the  whole  amount 
of  the  Paper  Currency  or  Bank  Bills,  which  established  habits  and 
customs  render  necessary  to  the  habitual  transactions  of  trade  and 
enterprise.  And  when  these  wants  of  a  Paper  Currency  are  to  be 
responded  to,  dollar  for  dollar,  by  real  capital,  the  profits  of  the  emis¬ 
sion  being  at  the  same  time  limited  by  the  competition  of  capitals,  as  it 
would  be  the  case  with  Stock  Bills ;  the  emission  of  such  a  currency 
can  hardly  ever  be  larger  than  the  wants  of  trade  and  enterprise;  that 
of  Stock  Bills,  besides  having  never  any  other  consequence  in  going 
too. far,  than  that  of  a  superabundance  of  coin.  Hence,  the  circula¬ 
tion  of  Treasury  Bills  only  could  become  too  large ;  but  being  simply 
proportional  to  the  Sinking  Fund,  its  own  effects  would  also  be  simply 
those  of  a  superabundance  of  coin;  as  long  as  the  sum  of  both  the 
Interest  of  the  Debt  and  the  Interest  saved  by  the  Treasury  Bills  in 
circulation,  is  not  larger  than  the  yearly  provision  for  the  Interest  and 
Sinking  Fund  of  the  Debt. 

Yet,  the  Interest  saved  and  the  Sinking  Fund  being  in  this  case 
equal  to  each  other,  both  the  amount  of  Treasury  Bills  in  circulation 
and  the  Sinking  Fund,  might  be  so  large  -as  to  leave  no  range  for  the 
successful  emission  of  Stock  Bills;  either  in  giving  no  room  for  this 
emission  on  account  of  the  great  quantity  of  Treasury  Bills;  or  in 
shortening  too  much  the  profits  of  the  drawers  of  Stock  Bills  by  the 
quick  withdrawal  of  these  bills  from  circulation,  on  account  of  the  large 
amount  of  the  Sinking  Fund ;  the  whole  benefit  to  be  derived  from  the 
combined  issue  of  the  two  sorts  of  Bills  being  thus  entirely  defeated. 
Hence, 
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All  demands  for  both  the  conversion  of  Treasury  Bills  into  bonds, 
and  the  emission  of  Stock  Bills  for  such  bonds,  shall  be  granted  at 
once,  in  the  order  of  the  lowest  bids,  whenever  the  Sinking  Fund  is 
larger  than  necessary ,  to  extinguish  by  its  regular  employment,  the 
Public  Debt  within  the  period  after  which  the  Debt  is  reimbursable . 

Thus  the  drawers  of  Stock  Bills  would  have  the  means  to  regulate 
themselves,  the  amount  of  the  Treasury  Bills  in  circulation  and  of  the 
Sinking  Fund,  according  to  their  own  interest  and  profits;  the  very 
use  which  they  should  make  of  these  means  in  order  to  clear  the 
largest  profits,  being  always  that  which  secures  to  the  Public  Treasury 
the  largest  benefit  to  be  derived  from  the  combined  issue  of  Treasury 
and  Stock  Bills.  And,  the  Public  Debt  being  extinguished  in  all  cir¬ 
cumstances,  either  within  the  period  after  "which  it  is  reimbursable  at 
the  least  expense  by  a  regular  employment  of  the  Sinking  Fund,  or  in 
consequence  of  any  competition  between  the  drawers  of  Stock  Bills, 
within  a  shorter  period  at  a  still  smaller  expense. 

PROFITS  CLEARED  BY  THE  EMISSION  OF  TREASURY  BILLS. 

The  Interest  saved  by  the  circulation  of  Treasury  Bills  being  equal 
to  the  yearly  instalment  of  the  Sinking  Fund,  the  Capital  brought 
under  the  control  and  at  the  disposal  of  the  Public  Treasury  by  the 
emission  and  conversion  of  Treasury  Bills,  is  equal  to  the  sum  of 
money  of  which  the  Interest  is  equal  to  the  yearly  provision  for  Inter¬ 
est  and  Sinking  Fund,  at  the  rate  of  the  Interest  agreed  to  in  con¬ 
tracting  the  Debt.  Hence,  and  the  manner  of  reimbursing  the  Debt 
being  secured  by  the  emission  of  Stock  Bills,  the  Debt  would  be  reim¬ 
bursed  without  any  expense  of  a  Sinking  Fund  at  all;  since  the  yearly 
provision  for  both  Interest  and  Sinking  Fund,  is  not  larger  than  the 
Interest  of  the  Capital  which  has  been  brought  to  the  disposal  of  the 
Public  Treasury.  Therefore, 

The  payment  of  the  periodical  Interest  of  a  Capital  to  be  raised  by 
a  Public  Loan  being  made  sure;  the  emission  of  Treasury  Bills  in 
saving  a  part  of  this  Interest,  saves  the  expense  of,  and  secures  a 
Sinking  Fu  nd  for  the  reimbursement  of  any  such  Capital. 

The  profits  made  by  the  emission  and  circulation  of  Treasury  Bills 
being  thus  just  equal  to  the  yearly  instalments  of  the  Sinking  Fund 
necessary  to  reimburse  the  Capital  raised,  the  Interest  agreed  to  for  the 
conversion  of  Treasury  Bills,  might  be  larger  than  that  settled  with 
money-lenders  or  brokers;  and  yet  leave  a  benefit  to  tbe  Public  Trea¬ 
sury.  The  higher  rate  of  interest,  securing  therefore  the  disposal  of 
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a  much  larger  capital  than  that  which  money  lenders  and  brokers 
could  ever  be  able  to  procure;  if  even  the  competition  for  the  bids  of 
conversion  should  not  bring  the  rate  of  interest  down  to  that  of  con¬ 
tractors;  and  thus  afford  the  whole  benefit  which  might  be  cleared  by 
the  emission  and  circulation  of  Treasury  Bills. 

Indeed,  the  Interest  agreed  upon  with  brokers  and  contractors 
being  seven  per  cent. ,  and  the  circumstances  permitting  to  settle  the 
Sinking  Fund  at  two,  or  the  yearly  provision  for  Interest  and  Sinking 
Fund  at  nine  per  cent.,  the  Capital  raised  would  be  one  hundred 
dollars ;  requiring  twenty-two  years  for  its  reimbursement,  with  a 
total  cost  of  one  hundred  and  ninety-eight  dollars,  for  one  hundred 
dollars  Capital  raised  by  the  Loan.  .Raising  on  the  contrary  the  same 
Capital  of  one  hundred  dollars  by  an  emission  of  Treasury  Bills  to 
this  amount;  and  granting  eight  per  cent.  Interest  for  the  conversion 
of  the  bills  into  bonds  of  a  Public  Debt;  the  yearly  provision  or 
expense  of  the  debt  would  be  only  eight  per  cent,  instead  of  nine;  and 
keeping  twenty  per  cent,  or  dollars  of  the  issued  bills  in  circulation 
to  save  interest,  and  to  secure  a  part  of  this  provision  for  a  Sinking 
Fund;  whilst  the  other  eighty  per  cent,  or  dollars  are  converted  into 
bonds  bearing  eight  per  cent.  Interest;  it  would  require  twenty-one 
years  to  reimburse  these  bonds,  and  two  years  and  a  half  to  withdraw 
the  unconverted  bills  from  circulation,  with  a  yearly  provision  of  eight 
per  cent. ;  the  whole  operation  winding  up,  and  the  debt  being  extin¬ 
guished  within  twenty-three  years  and  a  half,  at  a  total  cost  of  one 
hundred  and  eighty-eight  dollars,  or  ten  dollars  less  than  in  the  former 
case ;  and  leaving  therefore  with  eight  per  cent,  interest  instead  of 
seven,  still  a  benefit  of  ten  per  cent,  for  the  Treasury.  Hence,  the 
same  yearly  provision  which  procures  one  hundred  dollars  Capital,  at  a 
cost  of  one  hundred  and  ninety-eight  dollars,  divided  between  twenty- 
two  years,  in  one  case;  would  procure  in  the  other  a  Capital  of  one 
hundred  and  eighteen  dollars  at  least,  or  eighteen  per  cent,  larger,  at 
the  same  cost  divided  between  twenty-three  years  and  a  half.  The 
emission  and  conversion  of  Treasury  Bills  raise  therefore  the  largest 
capital,  and  grant  the  largest  interest  at  the  least  expense  in  any  case 
of  Public  Loans  and  Debts;  and  since  the  largest  interest  commands 
the  largest  loans, 

Treasury  Bills  are  the  real  manner  of  contracting  Public  Loans 
and  Debts. 
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CONCLUSION. 

Yet  any  combination  of  contracting  and  reimbursing  Public  Debts 
rests  always  upon  the  payment  of  the  expenses  entailed  by  both,  or 
upon  the  yearly  provision  for  Interest  and  Sinking  Fund  of  the  Debt; 
which  resolves  itself  into  that  for  the  Interest;  whenever  the  Sinking 
Fund  is  made  up  by  saving  a  part  of  the  expense  of  the  interest. 

The  expense  of  or  provision  for  Interest  on  another  hand  is  always 
settled  and  limited,  either  by  that  which  it  is  convenient  to  appropriate 
to  it  or  by  stern  necessity;  the  whole  policy  or  problem  of  Public  Loans 
and  Debts,  being  therefore  brought  back  to  the  means  of  raising  and 
reimbursing  the  largest  Capital  with  any  such  provision.  And  since 
the  largest  capital  is  raised  by  the  emission  of  Treasury  Bills,  and  the 
least  expensive  reimbursement  carried  out  by  that  of  Stock  Bills, 

The  yearly  provision  for  the  expense  of  Interest  is  the  means,  and 
the  combined  emission  of  Treasury  Bills  and  Stock  Bills  the  manner 
of  contracting  and  reimbursing  Public  Loans  and  Debts. 


